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Why do people think the risk of inflation is so much bi...
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| have reviewed the Bank of England's latest survey of opinion on inflation, which has
just been published. The results are, to be kind, quite bizarre.

Most people rightly know inflation is more than 5%, but quite bizarrely a third think it
has been less than that:

PUBLIC ATTITUDES TO INFLATION
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Q.1 Which of these options best describes how pricas have changed over the last
12 months?
Gona down 1 1 1 1 1 1] 1 [ 1
Mol changed " 1z -] 3 L] 2 3 3 3
Up by 1% or less 7 8 3 4 2 1 2 1 1
Up by 1% but lass than 2% 14 14 13 9 5 5 5 z 3
Up by 2% but less than 3% 17 18 17 18 10 8 8 B L]
Up by 3% but less than 4% 10 9 12 14 10 9 a T 7
Up by 4% but less than 5% 8 7 10 10 12 10 T T r
Up by 5% ar mare 18 17 20 30 43 54 58 64 B4
Don't know 17 16 15 1 13 10 4 10 ]
Median 25 25 28 ar 5.0 6.1 78 8.2 8.2

When asked how inflation will change people are hopelessly wrong in the short and
medium terms:

Q. Za How much would you expect prices in the shops generally to change
over the next 12 months ?

Go dewn 2 2 2 2 1 1 2 2 4

Not change ] 10 8 -] 4 2 4 4 ]

Up by 1% or less (i} il ] B 3 3 2 3 El

Up by 1% but less than 2% 14 16 13 1 7 T L] & 7

Up by 2% but less than 3% 18 18 18 18 12 1" 10 L] 12
Up by 3% buf less than 4% 13 1 14 15 13 13 1" 1 1

Up by 4% but less than 5% 7 T 9 1 12 12 12 1 1

Up by 5% or mom 18 1% 15 21 kL] kL] 44 42 Er
Don know 13 13 14 1 13 " w 12 13
Medan 27 24 27 3.2 43 48 4.9 48 39
Q. 2b And how about the 12 manths after that?

Go down 2 2 2 3 2 4 5 5 T

Not change " 13 1 [] 7 7 ] ] ]

Up by 1% of less B a ] 7 4 4 4 3 4

Up by 1% buf less than 2% 13 15 13 12 ] T a & a

Up by 2% but less than 3% 17 1% 16 16 13 14 12 1 12
Up by 3% bul less than 4% 10 8 1 10 12 " 1" 1 1

Up by 4% but less than 6% & & 7 7 10 1" 10 10 10
Up by 5% or mome ] 7 8 10 17 20 il 2 17
Don know 25 24 26 7 28 22 19 24 24
Medan ¥4 1.9 22 4 3z 34 3z 34 30
Q. 2c And how about the longer term, say In five years ime?

How much would you expect prices in the shops generally to changs cver a year then.

Go down 2 2 2 3 3 5 T ] 7

Not change ] 8 ] B 5 5 L] 5 B

Up by 1% or less & 7 5 [ 4 4 4 3 4

Up by 1% but less than 2% " 12 " 9 a T @ L] a

Up by 2% buf less than 3% 16 15 15 15 13 13 13 1 13
Up by 3% but less than 4% 1" 11 1 Ll 11 12 12 ) 11

Up by 4% but less than 5% B T 8 T 8 12 a2 9 9

Up by 5% or mone 17 17 L] 2 2 22 Fal 22 18
Don't know 24 7] 23 px] 28 22 20 24 25
Median 28 a7 o a1 3a 35 3 3.3 30
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https://www.taxresearch.org.uk/Blog/2023/03/18/why-do-people-think-the-risk-of-inflation-is-so-much-bigger-than-it-really-is/
https://www.bankofengland.co.uk/inflation-attitudes-survey/2023/february-2023?utm_source=Bank+of+England+updates&amp;utm_campaign=df9e66934f-EMAIL_CAMPAIGN_2023_03_17_09_49&amp;utm_medium=email&amp;utm_term=0_-df9e66934f-%5BLIST_EMAIL_ID%5D

Almost without exception, they think high price increases (which are what inflation is)

are here to stay. This totally contradicts data from the Office for Budget Responsibility
report on the economy this week:

Chart 2.3: Contributions to CPI inflation
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They are sure inflation is tumbling. And in 2024 they think it could be heading for zero.

So do the Bank of England. This is from the last Monetary Policy Committee report:

Chart 1.4: CPl inflation projection based on market interest rate expectations, other
policy measures as announced
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Very low inflation is likely - less than 1% in 2024 with deflation quite possible too. Which
does not mean prices will fall. But it does mean they will stop rising.

What the Bank of England needs to ask is why people's inflation expectations are so
wildly out in that case, because they so obviously are.

So, a quick poll:

[poll id="20"]
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https://obr.uk/download/economic-and-fiscal-outlook-march-2023/?tmstv=1679073474
https://www.bankofengland.co.uk/monetary-policy-report/2023/february-2023#:~:text=The%20Bank%20of%20England

